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Postal Reform

Mr. CARPER. Mr. President, | rise today
to join Senator Collins in introducing the
Postal Accountability and Enhancement Act
of 2004, legislation that makes the reforms
necessary for the Postal Service to thrive in
the 21st Century and to better serve the
American people.

This bill is based in part on S. 1285, the
comprehensive postal reform legislation |
introduced nearly a year ago. S. 1285 was
itself based on ten years of work on postal
reform in the House of Representatives, led
by Congressman, John McHugh from New
York. It is also inspired by the work of the
postal commission formed by President
Bush last year, called the President’s
Commission on the United States Postal
Service, which studied all aspects of the
Postal Service and made recommendations
on how it could be modernized.

When | rose to introduce S. 1285 last
June, the House Government Reform
Committee had only recently failed to report
out the latest version of the McHugh reform
bill and the President’s Commission was
only weeks away from issuing its final
recommendations. Along with a number of
other observers, | feared that the McHugh
bill’s fate might have spelled the end of
postal reform for some time. | also feared
that the Commission’s recommendations
would focus on some of the more extreme
reform proposals floated in the past, such as

postal privatization. While the Commission
did make a handful of recommendations that
I believe go too far, | was pleased to see that
its work largely mirrored the provisions in S.
1285 and the various House reform bills we
have seen in recent years.

I’d like to begin, then, by thanking
Congressman McHugh and his colleagues
on the House Government Reform
Committee for its visionary leadership on
postal reform over the years. 1I’d also like to
thank the members of the President’s
Commission, especially co-chairs James A.
Johnson and Harry J. Pearce, for their
service. Postal reform is a difficult issue. It
is also a vitally important issue for every
American who depends on the Postal
Service every day. Their willingness to
listen to all sides of the debate and to craft
what is, for the most part, a set of balanced
reform recommendations is admired and
appreciated. The work they have done has
brought to light a number of the key issues
facing the Postal Service and has made it
possible to get a bipartisan postal reform bill
signed into law this year.

Senator Collins also deserves our thanks
and applause for her hard work on this issue.
Under her leadership, the Governmental
Affairs Committee held a series of eight
excellent hearings on postal reform over the
past few months. She and | and our staffs
have also held countless meetings with the



various stakeholders for more than a year
now. Everyone with an interest in the Postal
Service was given an opportunity to have
their say, and | think that’s reflected in the
balanced bill we’re introducing today.

It’s always a pleasure working with
Senator Collins. We’ve worked together on
a number of issues over the years—from
welfare reform to homeland security and the
future of passenger rail in our country. Her
dedication to bipartisanship, and simply
doing the right thing, is rare these days. It’s
a honor to be introducing this historic bill
with her today.

Let me also express to Senator
Lieberman, our Committee’s Ranking
Member, my appreciation for giving me the
opportunity as a freshman Senator to work
so closely on one of the most important
issues to come before Governmental Affairs.
The support he and his staff have offered us
throughout this process has been invaluable.

Some of our colleagues may wonder why
we need postal reform. They probably
receive few complaints about the service
their constituents get from the Postal Service
and its employees. In fact, a survey
conducted by the President’s Commission
indicated that the American people like the
Postal Service just the way it is. We must
keep in mind, however, that, despite the fact
that the mailing industry, and the economy
as a whole, have changed radically over the
years, the Postal Service has, for the most
part, remained unchanged for more than
three decades now.

In the early 1970s, Senator Stevens and
others led the effort in the Senate to create
the Postal Service out of the failing Post
Office Department. At the time, the Post
Office Department received about 20
percent of its revenue from taxpayer

subsidies. Service was suffering and there
was little money available to expand.

By all accounts, the product of Senator
Stevens’ labors, the Postal Reorganization
Act signed into law by President Nixon in
1971, has been a phenomenal success. The
Postal Service today receives virtually no
taxpayer support and the service its
hundreds of thousands of employees provide
to every American, every day is second to
none. More than thirty years after its birth,
the Postal Service now delivers to 141
million addresses each day and is the anchor
of a $900 billion per year mailing industry.

As we celebrate the Postal Service’s
successes, however, we need to be thinking
about what needs to be done to make them
just as successful in the years to come.
When the Postal Service started out in 1971,
no one had access to fax machines, cell
phones and pagers. No one imagined that we
would ever enjoy conveniences like e-mail
and electronic bill payment. Most of the
mail | receive from my constituents these
days arrives via fax and e-mail instead of
hard copy mail, a marked change from my
days in the House and even from my more
recent days as Governor of Delaware.

This continuing electronic diversion of
mail, coupled with economic recession and
terrorism, has made for some rough going at
the Postal Service in recent years. In 2001,
as Postmaster General Potter came onboard,
the Postal Service was projecting its third
consecutive year of deficits. They lost $199
million in fiscal year 2000 and $1.68 billion
in fiscal year 2001. They were projecting
losses of up to $4 billion in fiscal year 2002.
Mail volume was falling, revenues were
below projections and the Postal Service
was estimating that it needed to spend $4
billion on security enhancements in order to
prevent a repeat of the tragic anthrax attacks



that took several lives. The Postal Service
was also perilously close to its $15 billion
debt ceiling and had been forced to raise
rates three times in less than two years in
order to pay for its operations, further
eroding mail volume.

Good things have happened since 2001,
though. First, General Potter has led a
commendable effort to make the Postal
Service more efficient. Billions of dollars in
costs and have been taken out of the system.
Thousands of positions have been
eliminated through attrition. Successful
automation programs have vyielded great
benefits. Perhaps more dramatically, the
Postal Service also learned that an unfunded
pension liability they once believed was an
high as $32 billion was actually $5 billion.
Senator COLLINS and | responded with
legislation, the Postal Civil Service
Retirement System Funding Reform Act,
signed into law by President Bush last year,
which cuts the amount the Postal Service
must pay into the Civil Service Retirement
System each year by nearly $3 billion. This
has freed up money for debt reduction and
prevented the need for another rate increase
until at least 2006.

Aggressive cost cutting and a lower
pension payment, then, have put off the
emergency that would have come if the
Postal Service had reached its debt limit. But
cost cutting can only go so far and will not
solve the Postal Service’s long-term
challenges. These long-term challenges were
laid out in stark detail earlier this year when
Postmaster General Potter and Postal Board
of Governors Chairman David Fineman
testified before the House Government
Reform Committee’s Special Panel on
Postal Reform. Chairman Fineman pointed
out then that the total volume of mail
delivered by the Postal Service has declined
by more than 5 billion pieces since 2000.

Over the same period, the number of homes
and businesses the Postal Service delivers to
have increased by more than 5 million. First
Class mail, the largest contributor to the
Postal Service’s bottom line, is leading the
decline in volume. Some of those
disappearing First Class letters are being
replaced by advertising mail, which earns
significantly less. Many First Class letters
have likely been lost for good to the fax
machine, e-mail and electronic bill pay.

Despite electronic diversion, the Postal
Service continues to add about 1.7 million
new delivery points each year, creating the
need for thousands of new routes and
thousands of new letter carriers to work
them. In addition, faster-growing parts of the
country will need new or expanded postal
facilities in the coming years. As more and
more customers turn to electronic forms of
communication, letter carriers are bringing
fewer and fewer pieces of mail to each
address they serve. The rate increases that
will be needed to maintain the Postal
Service’s current infrastructure, finance
retirement obligations to its current
employees, pay for new letter carriers and
build facilities in growing part of the
country will only further erode mail volume.

As I’ve mentioned, the Postal Service has
been trying to improve on its own. They are
making progress, but there is only so much
they can do. Even if the economy begins to
recover more quickly and the Postal Service
begins to see volume and revenues improve,
we will still need to make fundamental
changes in the way the Postal Service
operates in order to make them as successful
in the 21st Century as they were in the 20th
Century.

This is where the Postal Accountability
and Enhancement Act comes in. First, our
bill begins the process of developing a



modern rate system for pricing Postal
Service products. The new system, to be
developed by a strengthened Postal Rate
Commission, re-named  the  Postal
Regulatory Commission, would allow
retained earnings, provide the Postal Service
significantly more flexibility in setting
prices and streamline today’s burdensome
ratemaking process. To provide stability,
predictability and fairness for the Postal
Service’s customers, rates would remain
within an inflation-based cap to be
developed by the Commission.

In addition, the new rate system will
allow the Postal Service to negotiate service
agreements with individual mailers. The
Postal Rate Commission in recent years did
approve a service agreement the Postal
Service negotiated with Capital One, but the
process for considering the agreement took
almost a year and the Postal Service’s
authority to enter into such agreements is
not clearly spelled out in law. The Postal
Accountability and Enhancement Act allows
the Postal Service to enter into agreements if
the revenue generated from them covers all
costs attributable to the Postal Service and
will result in no less contribution to the
institutional costs of the Postal Service than
would have been generated had the
agreement not been entered into. No
agreement would be permitted if it resulted
in higher rates for any other mailer or
prohibited any similarly situated mailer from
negotiating a similar agreement.

The new rate system also includes some
important safeguards meant to prohibit
worksharing discounts that exceed costs
avoided by the Postal Service. Now,
worksharing on the part of mailers has been
an important part of the productivity
improvements at the Postal Service in recent
years. Mailers should get credit in the form
of a discount for work they do to their mail,

such as presorting and barcoding or
transporting mail deeper into the postal
system. The discounts they receive,
however, should have some rational relation
to the benefit the Postal Service gets from
the worksharing. The Postal Service should
continue to be free to use discounts to incent
mailers to be more efficient. They also
should not be forced to impose large rate
increases on workshared mail in order to
comply with a strict prohibition on discounts
in excess of costs avoided. Discounts in
excess of costs avoided, however, should be
temporary and reasonable. Our worksharing
language strikes a good balance in that it
prohibits the  Postal Service from
outsourcing work that could be performed
cheaper in house while maintaining pricing
flexibility.

The second major provision in the Postal
Accountability and Enhancement Act
requires the Postal Regulatory Commission
to set strong service standards for the Postal
Service’s Market Dominant products, a
category made up mostly of those products,
like First Class mail, that are part of the
postal monopoly. The Postal Service
currently sets its own service standards,
which allows them to pursue efforts like the
elimination of Saturday delivery, a proposal
floated three years ago. The new standards
set by the Commission will aim to improve
service and will be used by the Postal
Service to establish performance goals,
rationalize its physical infrastructure and
streamline its workforce.

In a rate system featuring rate caps, as any
system established under the Postal
Accountability and Enhancement Act must,
I believe it is especially important that the
Regulatory Commission, not the Postal
Service, be charged with determining the
appropriate level of service postal customers
should receive. This will prevent the Postal



Service form cutting service as a way to
keep rates below the cap. The Postal Service
should be forced to look to productivity
enhancements, not poorer quality service, to
find savings.

Third, the Postal Accountability and
Enhancement Act ensures that the Postal
Service competes fairly. The bill prohibits
the Postal Service from issuing anti-
competitive regulations. It also subjects the
Postal Service to state zoning, planning and
land use laws, requires them to pay an
assumed Federal income tax on products
like packages and Express Mail that private
firms also offer and requires that these
products as a whole pay their share of the
Postal Service’s institutional costs. The
Federal Trade Commission will further
study any additional legal benefits the Postal
Service enjoys that its private sector
competitors do not. The Regulatory
Commission will then find a way to use the
rate system to level the playing field.

Fourth, the Postal Accountability and
Enhancement Act improves Postal Service
accountability, mostly by strengthening
oversight. Qualifications for membership on
the Regulatory Commission would be
stronger than those for the Rate Commission
so that Commissioners would have a
background in finance or economics.
Commissioners would also have the power
to demand information from the Postal
Service, including by subpoena, and have
the power to punish them for violating rate
and service regulations. In addition, the
Commission  will make an annual
determination as to whether the Postal
Service is in compliance with rate law and
meeting service standards and will have the
power to punish them for any transgressions.

Fifth, the Postal Accountability and
Enhancement Act revises two provisions

from the Postal Civil Service Retirement
System Funding Reform Act in an effort to
shore up the Postal Service’s finances in the
years to come. As our colleagues may be
aware, that bill requires the Postal Service,
beginning in 2006, to deposit any savings it
enjoys by virtue of lower pension payments
into an escrow account. In this bill, we
eliminate that requirement in order to allow
the Postal Service to spend the money that
would have gone into escrow according to
the plan submitted by the Postal Service in
September of last year, which called for
using most of the savings to begin paying
down the Postal Service’s $50 billion retiree
health obligation. The bill Senator Collins
and | are introducing today also reverses the
provision in the Postal Civil Service
Retirement System Funding Reform Act that
made the Postal Service the only Federal
agency shouldered with the burden of
paying the additional pension benefits owed
to their employees by virtue of past military
service.

Finally, and most importantly, the bill
preserves universal service and the postal
monopoly and forces the Postal Service to
concentrate solely on what it does best—
processing and delivering the mail to all
Americans. Our bill limits the Postal
Service, for the first time, to providing
“postal services,” meaning they would be
prohibited from engaging in other lines of
business, such as e-commerce, that draw
time and resources away from letter and
package delivery. It also explicitly preserves
the requirement that the Postal Service “bind
the Nation together through the mail” and
serve all parts of the country, urban,
suburban and rural, in a non-discriminatory
fashion. Any service standards established
by the Postal Regulatory Commission will
continue to ensure delivery to every address,
every day. In addition, the bill maintains the
prohibition on closing post offices solely



because they operate at a deficit, ensuring
that rural and urban customers continue to
enjoy full access to retail postal services.

The President’s Commission, while
calling for the preservation of universal
service and the postal monopoly, opened the
door for future changes by recommending
that the Regulatory Commission be given
the authority to make them themselves.
While | believe that Congress will find it
difficult to roll back universal service or
limit the postal monopoly in the future if it
is deemed necessary to do so, | believe the
recommendation from the President’s
Commission would give too much power to
a relatively small, political body. In order to
keep Congress focused on the Postal
Service’s future, however, our bill asks the
Regulatory Commission to report every
three years on the state of universal service
and the postal monopoly. When necessary,
they would also make recommendations to
Congress when they feel like one is
necessary.

We have a  once-in-a-generation
opportunity this year to enact meaningful
postal reform legislation. The House
Government Reform Committee marked up
its version of the Postal Accountability and
Enhancement Act last week by a unanimous
40-0 vote. The President has indicated his
support for a bill, releasing a set of postal
reform principles at the end of last year
calling on Congress to make some key
changes to the way the Postal Service
operates. We now have everyone from the
National Association of Letter Carriers to
former opponents of reform like UPS
supporting our efforts, as well as those in the
House. | know there are still some concerns
about certain provisions in our bill, but I
look forward to working with Senator
COLLINS and each of our colleagues in the
coming weeks to continue this momentum

and get a bill through Congress that can be
signed into law this year.

It’s amazing to me to think that the Postal
Service, something Senator STEVENS was
able to put together at the beginning of his
career, could have lasted so long and had
such an impact on every American. I’'m
hopeful that the model Senator COLLINS
and | have set out in this bill today can last
at least that long and have just as positive an
impact on our nation and our economy as
the Postal Service did so many years ago.



